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Compensation for indigenous communities as a result of rural development projects has 
been a controversial subject.  The elements of rights, entitlements, freedoms and justice 
are often difficult to value.  Most of the compensation packages given to the indigenous 
communities are in market values and non-market values are often ignored.  The non-
market values which are socially and culturally embedded are very difficult to determine 
and often not valued and thus not considered in the value of compensation determined by 
the compensating authority.  These non-market values are more important compared with 
market values to the indigenous communities.  This paper identifies the reasons why 
there are conflicts between the policymakers (government) and indigenous communities 
in terms of valuing compensation by reviewing the empirical literature on economic and 
social impacts on indigenous communities resulting from relocation.  The literature on 
different valuation methods is reviewed to understand the gaps between the policymakers 
and indigenous communities on compensation issues. 
Keywords: Valuation, compensation, rural development hydroelectric dam, market 




Welfare has a lot to do with the loss of rights and entitlements.  These losses of rights are 
not addressed properly in compensation.  This creates conflicts or disagreements between 
policymakers (government) and indigenous communities.  
 There are some differences between utilities by the traditional welfare economics 
that is known as the utilitarian economics and some elements in modern welfare 
economics such as rights and justice discussed by Arrows
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 and entitlements and freedoms 
by Amartya Sen in Sen (1988)’s article of Freedom of Choice.  These elements of rights, 
justice, entitlement and freedoms are often left out during the process of valuation.  The 
compensation can be analyzed using the Kaldor Hicks utility model that focus much 
more on satisfying the utility of people in terms of goods and services consumed directly.  
This goods and services are mostly based on market valuation approach.  Kaldor Hicks 
focused on bringing the utility curve back to the pre-compensation position and that is 
termed welfare improvement but ignored the part of compensation.  Communities 
especially the displaced indigenous communities often look into the rights that they have 
and the entitlement to lands, properties and natural resources that they have before 
resettlement.  For example, in the case of Bakun hydroelectric dam, this communities 
have rights on the native customary rights (NCR) land which are passed down or given to 
them by their ancestors and grandfathers.  After resettlement, the access to the rights of 
lands is gone because they have been forced to move to a new place and the 
compensation given is small.   These rights and entitlements are often ignored by the state 
authorities in giving compensation.  Thus, this creates conflicts among the state 
authorities and also the communities.  The communities perceive and incur welfare loss. 
Large development project such as big hydroelectric dam project can have diverse 
impacts such as economic impacts and social impacts.  The plan to build the large 
hydroelectric dam project is usually proposed by the government and the objectives are to 
generate electricity for national consumption and development.  Government implements 
development policies that involve development of large hydroelectric projects. The large 
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hydroelectric dam project will then affect many stakeholders such as people in the area 
and indigenous communities.  The World Commission on Dams estimated that 
worldwide, between 40-80 million people have been displaced by dam projects (WCD, 
2000).  People have been deprived of their livelihood, land and homes due to resettlement.  
Many communities are forced to leave their homes and move to a new location.   
The compensation in terms of land, houses and other basic amenities usually are 
not enough and does not satisfy the indigenous communities.  Local communities may 
feel that they are not well treated after they are being resettled.  They are not happy with 
their compensations provided to them after they are being resettled by the government for 
the big hydroelectric dam project.  There is controversy between the policymakers 
(government) and stakeholder (indigenous communities) because both of them cannot 
come to an agreement on the level of compensation.  These conflicts of interest between 
policymakers (government) and stakeholder (indigenous communities) are not easy to 
resolve.  So, it is important to assess the methods for valuing the resettlement for policy 
purposes.  We need to know what the local communities consider valuable and what the 
government feels important for the people. 
 The case adopted in this study is the case of Bakun hydroelectric project. Bakun 
hydroelectric dam project has forced the displacement of the indigenous communities 
living in the Sungai Asap resettlement scheme.  The indigenous communities have been 
resettled in the Sungai Asap resettlement scheme.    
 This paper aims to identify the reasons why there are conflicts between the 
policymakers (government) and indigenous communities arising from the valuation for 
compensation by reviewing the empirical literature.  The economic and social impacts on 
the indigenous communities and the valuation methods used are examined to explain the 
valuation gap between policymakers and the indigenous communities. 
Background of Bakun hydroelectric dam project 
 Bakun hydroelectric dam project has an installed capacity of 2400 megawatts and 
expected to generate electricity for about 30-50 years.  The dam measures 210m high.  
The impoundment of water behind the huge dam will submerge 69640 hectares of 
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tropical forest ecosystem an area as large as the size of Singapore.  The hydroelectric dam 
displaced about 10000 indigenous communities living around the Bakun hydroelectric 
dam area (Swain & Ang, 2004). 
 
Table 1: Ethnic Composition of the Affected 




Kenyah 4 1024 4708 
Kayan 8 881 3781 
Lahanan/Kajang 1 138 535 
Ukit 1 74 300 
Penan  1 24 104 
Total 15 2141 9428 
Source: Local District Office, Sungai Asap (2001) 
According to the statistics released by Local District Office, Sungai Asap, the 
population census of the affected communities of the Bakun Hydroelectric Dam and 
resettled in Sungai Asap in year 2001 is 9,428 people comprising of 2,141 families.  
There are basically five ethnic groups affected by the Bakun hydroelectric dam that are 
Kenyah, Kayan, Lahanan, Ukit, Penan.  Out of these five ethnic groups, the indigenous 
population affected most is the Kenyah group of 4,708 people.  This is followed by 
Kayan group of 3781 people, Lahanan group with 535 people, Ukit group with 300 
people and Penan group with 104 people.  This shows that the number of people affected 
by the Bakun hydroelectric dam project is large, affecting some 26.75% of the people in 
Belaga district in Sarawak. 
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Resettlement of the indigenous communities  
 The indigenous communities were resettled under the Sungai Asap resettlement 
scheme.  The Sungai Asap resettlement scheme was established in year 1998 to 
accommodate the 10000 people from 15 longhouses.  The people have to be relocated 
from their original villages in the Balui River and make way for the Bakun hydroelectric 
dam project.   
 Sungai Asap is a sub-district located in the Belaga district.  A Sarawak 
administrative officer is in-charge of the Sungai Asap sub-district.  The little town of 
Belaga is situated at the confluence of Belaga River and Balui River. For the location 
map of Bakun Hydroelectric Dam, please refer to the website, 
http://www.irn.org/programs/bakun/map.html   
Review of literatures of Bakun hydroelectric dam project  
Land values 
 There are serious controversies regarding the hydroelectric project from three 
aspects.  The main controversy that mainly raised by non-governmental organizations 
(NGO) such as Aliran is regarding the people’s right especially the rights of local 
communities around the Belaga district.  The rights of local communities to be displaced 
regarding land, forest, culture are often raised by the NGOs.  Land is considered a vital 
resource by the local communities because they use land for food and spiritual home and 
as part of their culture heritage.   
Bakun hydroelectric dam project would induce displacement of the people 
especially local community.  This would lead to local community losing their property 
rights on land.  They considered the land as their own property rights because they have 
been living in the lands for so many generations.   These local indigenous communities 
are like the Kenyah, Kayan, Penan and other ethnics which have been ordered to be 
relocated by the government.  The government asked them to leave their own land and 
move to a new place which was called the Sungai Asap Resettlement Scheme.  Protests 
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and criticism come as a result of this.  Local communities value land as an important 
aspect and as part of their life.  Beside, local communities also look in to aspects of forest 
as forest provide the indigenous communities food, medicine, building and site ancestral 
grounds (World Commission on Dam, final report 1999).  Government should look into 
the aspect of land and property rights in assessing compensation for land forgone as a 
result of relocation. 
 It is documented in the report of World Commission on Dams (1999) on how the 
government dealt with the land and property rights. According to World Commission of 
Dam (1999), the government maximized the profitability of land by exploiting it for 
commercial purposes and this created internal conflict with indigenous communities.  
The state authorities consistently backed the companies and contractors against the 
indigenous communities even when there was clear incursion on indigenous land and 
destruction of indigenous property and culture.  The state authorities often viewed and 
valued the indigenous land use as “unproductive” that indigenous attitudes were “barrier 
to development” and that indigenous communities must be brought into the” mainstream 
of development”. 
 From a report of Jehom (2008), it showed that all the households claimed that 
major portions of their land were not being valued.  This becomes an issue when deciding 
on compensation.  The issue is how government gets the value for compensation and 
what approach the government used to value the land.  This lands and rights of the 
indigenous communities had on the lands must be properly valued because the native 
lands were owned by the indigenous communities.  As stated by Hooker (1999), “we 
have to be careful as to what we mean by law, native, adat and especially land and land 
rights.”  The land rights were stated in the Native Customary Land Rights. 
 
 The household interviewed by Jehom (2008) showed that “Compensation for land 
was calculated based on the how much land was supposed to be flooded by the water 
from Bakun dam and not based on how much lands owned by households.” The 
compensation was divided among the whole community.  Jehom (2008) also stated in his 
doctoral dissertation report that the ambiguous understanding of land rights made it 
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difficult to estimate the lands and farmlands for compensation.  Beside, the absence of 
reliable landmarks, boundaries and community land mapping comfounded made it 
difficult to calculate value of land.  The problems of disputes arised because the Kenyah-
Badeng
2
 communities were not given the opportunities to discuss the compensation value 
for the land.  The evaluation of the claims was evaluated as communal land and not by 
individual claims due to absence of individual land title.  Many of the indigenous 
communities did not know their rights to administration of ancestral land via adat system 
and they simply claim the lands.  Thus, this results in disputes of overlapping of land 
claims between two persons.  Communal land rights have further complicated the issue of 
compensation for land for individuals. 
 
State authorities utilized the appointed leaders within the indigenous communities 
at Bakun area to translate the little information given, control grievances and ensure 
compliance (World Commission on Dams, 1999).  The value of compensation paid to the 
indigenous communities such as homes and infrastructures were not adequately explained 
to indigenous communities.  They did not understand how the value of their houses and 
land was monetized.  Land allocated to the new site was inadequate in both quantity and 
quality.  It was not valued in social and cultural aspects.  Compensation of money paid 
for their old homes was not paid to the indigenous communities in cash but was used to 
offset their new compulsory house purchase. 
 The state authorities used the market value approach to value the compensation 
for land.  The values were calculated based on commercial purposes and did not consider 
non-market value impacts to the local communities.  The valuation method is not clear as 
the approach to value the land from local communities was not emphasized.   
Non-market asset loss (Social and Cultural Aspect) 
 Controversies often come when there is an argument or debate on the non-market 
and non-physical assets loss to indigenous communities.  Non-market losses and non-
physical assets are like social loss and cultural loss. Social loss refers to the loss in 
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 Kenyah-Badeng is the largest Kenyah group in Belaga District.  They have to resettle at Sungai Asap 
Resettlement Area due to the Bakun Hydroelectric Dam Project. 
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community institutions, social networks and cultural loss refers to weakening of cultural 
identity.  These non-market losses are very hard to compensate because they are not 
monetized in the market.  Mahalia (1994) stated that it is very difficult to measure non-
physical losses and non-market income loss.  This can result in the failure of involuntary 
resettlement outcome because non-physical losses and non-market losses are not 
accounted for compensation (Cernea, 2003) but they are substantial in size.  Indigenous 
communities feel that the compensation given to them are undervalued and thus not 
satisfied with the compensation. 
 In the case of Bakun, the indigenous communities were being moved to a new 
environment in Sungai Asap resettlement scheme.  Before resettlement, the indigenous 
communities have strong ties of neighborhoods with their friends and have strong social 
networks.  After resettlement, the indigenous communities lost their strong ties of 
neighbourhoods with their friends and networks.  This makes them feel worse-off.  
However, this loss of social value is hard to value and compensate because it is very 
subjective and difficult to measure.  The literature on this subject did not touch on how to 
compensate the social value regarding relocation of the hydroelectric dam project.  Thus, 
the question as how to account for social and cultural values in compensation 
measurement is still not well answered. 
 
Economic values to local communities  
 Another aspect of the local communities viewed the relocation project of Bakun 
based is the economic value to the local communities.  Economic aspect is important to 
them.  The income source of the indigenous communities depends on the gardens, fruit 
trees, plantations and forest.   This aspect is considered important in the judgement of 
valuation by the indigenous communities.  The relocation of the project is considered 
beneficial to them if there is improvement in economic value. If not, the relocation 
project is a failure. 
 In the case of Bakun hydroelectric dam project, the jungle is where the income is 
derived from.  The jungle provides them with vegetables and resources.  The indigenous 
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communities can sell the vegetables and earn income to increase livelihoods.  According 
to the report which interviewed one of the Kayan indigenous people, the indigenous 
communities have the jungle resources as their own source of income generation and it is 
important to them.  The rice, fish, meat and vegetables are all free.  The indigenous 
communities have gained access to the natural resources. This means that compensation 
must also include the compensation for the loss of the income and loss of jungle 
resources.  It is not possible for them to maintain the same utility they had after relocation, 
thus implying a loss in welfare.   
Problems related to compensation for jungle resources 
 According to Jehom (2008) report of the surveys, the compensation regarding the 
fruit trees which are jungle resources were done by surveyors on behalf of the 
government.  The problem arised when the surveyors did not check the land or farm that 
had undergone ‘alteration’ by having a ‘spot check’ by the local communities.  The 
‘alteration’ of the land or farm is done to divide the new size of land owned by local 
communities.  ‘Spot check’ refers to the local communities’ meaning of the ‘alteration’ of 
land or farm.  Surveyors only listed the type and number of fruit trees in the process of 
doing compensation and did not determine borders between people’s land.  This may be 
due to problems of local leaders and lack of experience of the surveyors.  The most 
important thing is that households’ opinions were not consulted.  This becomes a problem 
of demarcation of land territories for planting trees causing the indigenous communities 
to fight for their right.  
 In the report submitted to State Planning Unit in 1994, Rousseau (1994) stated 
that in identifying the government’s decision on compensation, the government seldom 
invited them to express their view on compensation.  The meetings were conducted in 
English which was barely understood by the indigenous communities.  The indigenous 
communities had no platform to express the views and problems.  In fact, the opinions of 
the indigenous communities are very important in decision making regarding 
compensation.  It is their rights to express the view regarding compensation.  The 
indigenous communities are also protected under the indigenous and Tribal Peoples 
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Convention, 1989 (No.169) of International Labour Organization.  The value of 
compensation must involve the views of indigenous communities. 
Compensation for home owned 
 One of the most important aspects considered in compensation in valuation was 
the house and housing condition.  After being resettled, most communities felt that the 
housing conditions are worst than before as stated in the report of Jehom (2008).  They 
have to pay an amount of RM52000 for the new house and they have to spend additional 
money for renovation.  Certificate of fitness (COF) was not given to the communities 
moving in.  Thus, the indigenous communities were not satisfied with the compensation 
in term of the quality of house given to them.  The value of their previous house owned 
by the indigenous communities was used to compensate for the new houses. However, 
the valuation on how the government derived the figures of the old house was not known 
and not stated in the article.     
Lack of participation of indigenous communities 
 Indigenous communities were often not involved in the decision-making of 
relocation project and compensation in Bakun hydroelectric project.  According to the 
World Commission on Dams (1999) report, the indigenous communities were often 
viewed as “barrier to development” by the state authorities.  This becomes a problem in 
relocation because they are the ones who are directly affected by the hydroelectric dam 
project.  The participation of the displaced in decision-making is important so that they 
are empowered to shape the compensation packages in the way that fit their needs and 
demands.  But this was not the case in Bakun.   
 
Review of different valuation methods (non-marketable valuation approach) 
 There are many valuation methods used to value different benefits of public 
projects around the world.  Basically, it can be divided into two methods, stated 
preference method, revealed preference method.  The most common methods used in 
stated preference are the contingent valuation method and discrete choice experiment 
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method whereas the common methods used in revealed preference are the hedonic 
pricing method and travel cost method.   
 Non-marketable goods such as the environmental benefit, social benefit or loss 
are normally valued by non-marketable valuation approaches like the contingent 
valuation method.  This method determines the public’s willingness to pay to derive the 
demand for the non-marketable goods.   It uses surveys to obtain the consumer responses 
to the hypothetical situations.  The willingness to pay is in dollar amounts.  The responses 
from the respondents are used to develop a benefit estimate which could be used in 
benefit-cost analysis of a project.  It is a better valuation method to take into account the 
participation of respondents in decision-making. 
 Most of the contingent valuation articles stress on environmental issue such as the 
case of Howley, Hynes & O’Donogyne (2010) and Ojeda, Mayer & Solomon (2008). The 
contingent valuation articles talk and discuss on how to obtain the value which is very 
similar to this study which stresses on how to obtain value of indigenous communities 
regarding the hydroelectric project.  However, some questions can arise as to whether 
these methods applied in tourism; recreational activities and environment can be applied 
in the context of obtaining value for compensation for the resettlement of people affected 
by the hydroelectric project. 
 The values are very difficult to compare among groups of people as value is not a 
stable thing.  People are making decisions that all the values are the same in every group 
of people.  The outcomes of values can be different and changes according to the 
different group of people in terms of education and income, example in the case of 
Howley, Hynes & O’Donogyne (2010).  The contingent valuation articles only showed 
that the socio-economic variables such as income, education, age and occupation across 
people has significant impacts on the valuation results.  The challenge arise how the 
government or state authorities can adjust the true value for compensation given the 
different groups of people in the resettlement of hydroelectric project.  The current 
contingent valuation method in the existing literatures does not account for that and did 
not mention how to incorporate the socio-economic variables into the compensation 
model that could be accepted by both the people and government. 
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Freedom of Choice 
 Another element is the freedom of choice.  Freedom of choice is very important in 
economic valuation.  Welfare is lost if communities are forced to resettle in a new place.  
Problem arises when communities are forced to leave.  Communities have land, houses, 
access to resources like jungle resources and can have the freedom to move around the 
environment.  The development project that caused displacement of communities will 
take away their freedom of choice.  This leads to a welfare decrease.  State authorities do 
not take into account the freedom of choice in doing valuation and compensation.  This 
can often create conflicts of interests. 
 Sen (1988) stated that ‘The existence of instrumental relevance (i.e., the value of 
things as means to other ends) does not entail denial of intrinsic importance as well (i.e., 
their value as ends on their own right)’.  In other words, the people must not be denied of 
their freedom to choose what they want in their standard of living.  In the development 
case, the communities must have the freedom to choose what their activities are in their 
life.  For example, they must have the freedom of access to the jungle resources and 
freedom of not being resettled.  If the freedom to choose had been taken away, then there 
will be a problem of deprivation. 
 The freedom of choice is important to the individual itself.  If they possess the 
freedom of choice to choose what they want in their lives, this would generate higher 
utility compared to if they do not possess freedom of choice.  Freedom of choice can lead 
to better resource allocation as stated in Lange Lerner models of socialist pricing in 
socialist literature.  The settlers who have to be resettled do not have freedom of choice to 
choose the place they want to live and get better resources allocation.  Thus, they cannot 
allocate the resources effectively.  This may be due to several reasons.  The first reason is 
that they do not have access to the resources before they resettled such as jungle 
resources and lands for them to collect fruits and forest products.  This lack of access to 
resources denies them the opportunity sell the fruits and jungle products to earn more 
income.  The welfare will fall as a result.  This is often ignored by state authorities in 
doing valuation.  The second reason is that they do not have freedom to move around the 
environment after being resettled because they do not know how to move around and 
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obtain the things they want in their new place.  For example, if they want to do cultural 
activities, they do not know where to undertake the cultural activities in the new 
environment.  They may have to take time to adapt to the new environment.  This is not 
their wish.  This freedom of choice should be taken into account by state authorities when 
doing valuation. 
 There are two ways freedom can be viewed that are positive freedom and negative 
freedom (Sen, 1988).  Sen (1988) mentioned that negative ‘view’ of freedom focus on 
absence of the class of restraints that one person may exercise over another, or the state 
exercise over individual whereas positive ‘view’ of freedom concentrate on what a person 
can do to achieve something.   Resettlement in Bakun hydroelectric dam project is an 
interference by the state and is viewed as negative ‘view’ of freedom.  The state 
authorities forced the communities to be resettled to another place. The communities feel 
restrained and are being interfered by the state authorities and the communities may 
actually lose the freedom.  This makes the communities feel deprived of the freedom. 
 
Justice, rights and entitlement 
 The negative ‘view’ of freedom has linkage with another element that is the rights 
that the communities have.  The rights to have the lands, rights to move around, right to 
stay or choose the activities they want to do are important element in the valuation of the 
communities.  One popular theory to explain the justice and rights is Robert Nozick’s 
entitlement theory of justice.  Under this theory, everyone has their own rights and there 
is no person or authorities that can restrain their rights.   
The valuation of welfare by communities may include the elements of rights, 
justice, entitlement and freedom.  Welfare can be seen as comprising more 
comprehensive meanings.  It is not just the concept of utility what is used mostly by 
traditional welfare theory.  It has a broader range of meanings which include the elements 
of justice, rights and entitlement.  If this welfare compensation does not include these 
elements, then the communities’ welfare will be reduced.  This may bring in negative 
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consequences to the country and an example is provided in the next paragraph to discuss 
the issue of loss of rights and its consequences. 
 A good example of loss of rights is found in the Sardar Sarovar dam project in 
India.  This project showed conflicts of interest between the local communities and the 
government which resulted in the funds for constructing the large dam development 
project being halted.  This article is highlighted in Dwivedi (1999).  The reasons of 
conflicts are the displacement costs being neglected in the project appraisals for doing 
valuation and giving compensation.  Beck (1992) highlighted that the cultural norms and 
the legal frameworks are important components in the valuation of compensation by the 
communities.  This cultural norms and legal framework are often neglected by the state 
authorities in giving compensation.    The rights to land, properties, schools, education 
have been left out and ignored by state authorities.  State authorities do not compensate 
the local communities enough.  This induces and creates conflicts of interests. 
  The resettlement case especially, the state authorities are not allow to take away 
the communities’ rights of having lands, rights to move around and the right to choose 
the activities they want to do.  If the state has taken their rights away by forcing the 
communities to leave the place and move to a new place, then the compensation must 
account for the rights and freedom the communities have. 
Estimation of compensation gap and satisfaction level 
 We provide the empirical analysis of the compensation gap and satisfaction level 
towards compensation using 379 samples collected from indigenous communities located 
at Sungai Asap Resettlement Scheme. Sungai Asap Resettlement Scheme is a relocation 
site for the displaced communities as a result of Bakun Hydroelectric Dam Project in 
Kapit, Sarawak.  Compensation gap is the difference between expected compensation and 
actual compensation given by state authorities.  This compensation gap can be used to 
explain the variations in satisfaction level.  Compensation gap is divided into several 
components namely land compensation gap, house compensation gap, number of house 
gap, fruits compensation gap, small farm and orchard compensation gap and income gap.  




Table 1: Estimation of satisfaction level with compensation; compensation gap 
variables 
    B       z-stat            Sig_____________                                         
(Constant)          0.9914130                  1.44      0.150   
Gap in fruits          0.0000006              0.05     0.961 
Gap in small           0.0000080 *               1.88                0.060  
farm and orchard   
Gap in land          0.0989110**        2.48                 0.013 
Gap in value per house      -0.0000100          -1.02                0.306 
Gap in number of         0.2794710              0.85      0.396 
houses 
Gap of income                   -0.0003290            -0.64          0.524 
    
      Chi-square  p-value 
Restriction Test       2.15   0.708 
Note: 
1. Asterisks ***,** and * indicate significant at 1%, 5% and 10% level respectively. 
 
Table 1 shows the estimation results of satisfaction level model.  The coefficient 
of gap in compensation of small farm and orchard is 0.000008 and significant at 10 
percent level.  The coefficient of gap in compensation of land is estimated at value 0.099 
significant at 5 percent level.  The others gap in compensation variables are found to be 
insignificant.  This means that the gap in land compensation (acres) and gap in 
compensation of small farm and orchard (RM) are significant and have positive effect on 
probability of dissatisfaction towards compensation.  This implies that land compensation 
gap and small farm and orchard compensation gap (RM) matters most to the settlers.  
Since land encompasses many aspects of social and cultural attachment, and based on the 
empirical outcome, we argue that social and cultural matters most to the indigenous 






 From the above discussion, there are some problems in the valuation of 
development project by the state authorities.  State authorities tend to use the market 
approach to the valuation of compensation such as the houses and market-valued lands.  
This often creates conflicts or problems because the valuation of development project by 
the communities are much more comprehensive compared to the state authorities.  From 
the empirical analysis in this study, it is clear that social and cultural matter most to the 
indigenous communities.  The land is the property right of the community to perform 
cultural activities.  Thus, state authorities need to take into account the social and cultural 
value when compensating for land.   
 The displaced communities tend to look into the aspect of non-market valuation 
such as the cultural and social values when claiming compensation for relocation.  Social 
losses like loss in community institutions, social networks and cultural loss are similar to 
the weakening of cultural identity.  These social and cultural losses are often being 
ignored by the government when doing valuation and compensation.  There are some 
technical problems in giving compensation for the economic losses in Bakun such as 
surveyors did not check the land or farm that had underwent ‘alteration’ by having a ‘spot 
check’ by the local communities and houses were undervalued.  Certificate of fitness 
(COF) was not given to the communities moving in. 
 Beside that, this study also highlights some important elements that are often 
ignored by the state authorities in giving compensation that cause dissatisfaction among 
the communities.  The elements are justice, rights, entitlement to lands, properties and 
access to natural resources and environment and also freedom to choose and where the 
communities want to live and freedom to choose what their activities are. 
 Finally, in order for a better compensation approach to reduce the controversy 
between the state authorities and the displaced local communities, the state authorities 
should compensate the displaced communities by taking into account the non-marketable 
approach of valuation and the elements of justice, rights, entitlement to lands, properties, 
access to natural resources and environment and freedom to choose into account.  A 
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broader and more comprehensive valuation approach is then needed to deal with 
compensation for resettlements arising from large development projects. 
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